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GOODFELLOW 


THE WOOD SPECIALISTS 


Serving Our Customers Just-In-Time 


e Douglas Fir and Hemlock Timbers PANELS SPECIALTY PRODUCTS 
e Goodlam Laminated Beams e All types of Plywood * Ulay and Prolay Underlayments 
and L.V.L Beams e OSB e Armstrong Ceiling Tile 
e Kiln Dried Lumber Douglas Fir, e Flakeboard, Columbia, and ¢ Typar Il Housewrap 
Western Hemlock, Cedar, Pine, Spruce Panolam Melamine e Typar Gardening Material 
and Hardwoods - all Grades, Patterns * Hardwood * lsolofoam, Atlas, and Thermo-Foil 
and Sizes * Good Deck Decking Insulation Material 
e Pressure-Treated CCA K33 ° Crezon Sign and MDO e Roxul Wool 
or ee Fire Retardant Lumber + Superior, CanFibre and Ranger e Keystone Steel and Wire 
a Medium Density Fibreboard e Kwikset Door Knobs and Latches 
° Pre-Stained Olympic Machinecoat e Fibrex e Perma-Deck Decking Boards 
Siding Systers to0 Sees FINS, e Duraflake Fire Retardant e Stainless Steel Nails and Screws 
SmartSystem, and CertainTeed ; E ; 
Particleboard e Stairframe Staircase System 


Fibercement ; 
e Tafisa and Newpro Particleboard 

e Domestic Flooring Products: Bruce, 
Hartco, Bruce Laminate, Robbins, 
Mercier, Mistral, and Goodfellow 
Original. e Isobord Strawboard 


e Pourform Foundation Panels 
e Advantech Flooring and Sheathing 


e Huber Aromatic Cedar 


Imported Flooring Products: 


Goodfellow International * Sonopan Acoustical Sheating 
Collection, Goodfellow Longstrip, e Pionite Decorative Laminates 
Goodfloor Plus, Pollmeier, and 

Kronopol 


GOODFELLOW 


www.goodfellowinc.com 
THE WOOD SPECIALISTS = info@goodfellowinc.com 


FINANCIAL HIGHLIGHTS ; 


(in thousands of dollars except per share amounts) 


Years ended August 31, 2001 2000 1999 1998 SS 
OPERATING RESULTS 


Sales $453,348 $442,513 $386,994 $335,696 $288,572 


Income before taxes and 


extraordinary item $7,475 $9,100 $10,689 $6,704 $8,385 
Net income $4,647 $5,733 $6,627 $4,157 $5157, 

- per share $1.11 $1.37 $1.60 $1.01 $1.30 
Cash flow $6,156 $7,459 $7,903 $5,284 $6,288 

- per share $1.47 $1.78 $1.91 $1.29 $1.58 
Shareholders’ equity $57,622 $54,163 $49,805 $44,268 $38,685 

- per share $13.74 $12.93 $12.01 $10.77 $9.72 
Market value - per share $8.85 $9.95 Salinas $6.75 $10.00 

NET INCOME ($ Millions) | MARKET VALUE PER SHARE 
(before extraordinary item) 

19 $5 197 eee = $10.00 
1998 as $4 1998 _ 56.75 


1999 ae ST 1999 ee = $11.15 
2000 es =8=—36 2000 ee 8 § $9.95 
2001 ee 8 $5 2001 ee = 868.85 
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The Annual Meeting of 
Shareholders will be held on 


December 19, 2001 at 10:00 a.m. in 
Salon 5 of Le Centre Sheraton 
Hotel, 1201 René Lévesque Bivd., 
Montreal, Quebec. 


CHAIRMAN’S REPORT TO THE SHAREHOLDERS 


In retrospect the 2001 fiscal year ended stronger than | had anticipated when we first 
visualized prospects for the year’s budget. From my vantage point | considered a recession 
as inevitable following the halcyon years of the late 1990s. As such our management team is 
to be congratulated for a job well executed, despite lower net income results than in 2000. 


| see fiscal year 2002 yet more difficult as recession takes hold, especially after the jolt of the 
11th of September when it became clear to North Americans that things had changed. The 
period of economic ‘denial’ had ended. Suddenly people not only realized the horror and 
tragedy that hit New York and Washington, but also saw what to me seemed obvious before, 
that the economy already was in recession. This recession is worldwide and is apt to deepen 
and to linger far longer than most economists think. 


For Goodfellow Inc. it means to be prepared for very tough times and to take measures for 
high turbulence or very rough seas. It means reducing all expenses for a very disciplined way 
of life; to bring about all economies we can make without hurting the quality which we must 
always bring to all our activities. It means to retain a very strong financial condition and to 
only sell to clients where we know that we will be paid on normal terms. It means smart 
purchasing and living with tight but not restrictive inventories. It also means not losing sight 
of our goals; of staying cool and not panicking. If you are the best in your business with the 
lowest costs and a low debt level, you will always survive. The trick is to be there. Then if you 
have cash at the bottom of the cycle there will be investments to be made at the right price. 


What is also needed is hard work, smart work and a constant morning reflection on ‘how can 
we do yet better’. Don’t just come to work! 


Goodfellow is a young people company despite its long years of existence. We stand for 
quality and service in our clients’ eyes. It is in difficult times that a great company truly shines 
— let's show that we are such a corporation. If we do all that we will retain happy shareholders. 


a 


Stephen Jarislowsky 
Chairman of the Board 
October 31, 2001 


PRESIDENT’S REPORT TO THE SHAREHOLDERS 


For the sixth consecutive year Goodfellow increased sales and finished the year at $453 
million or just over a 2.4% increase over last year. Our earnings per share fell from last year’s 
51.37 to $1.11: 


The past year was an extremely challenging one as the winter and the first three fiscal 
quarters proved to be much tougher in many ways, than the previous year. General business 
conditions tended to deteriorate as the year wore on and we continued to adjust our cost 
base downward to react to the sluggish demand. This, combined with overall market price 
declines in almost all main product areas, presented a most difficult scenario. 


The results achieved in the year, on the other hand, were encouraging because despite these 
conditions, increased energy costs, continued difficult times in Western Canada, particularly 
in B.C. and a continuation of the usual start-up problems in Seattle, we were able to generate 
profits. 


We achieved the positive results mainly because of a very serious dedication to cost control, 
more mechanisation, and a very significant reduction in our bad debt losses. Our product mix 
variance and diversity, aided by the usual strong effort to reduce inventory in the 4th quarter 
also contributed to the year’s results. Our comparative margins were actually up and the $52 
million sales month in August was an excellent team performance. 


The highlight of the year was the spectacular increase in our U.S. sales from $72 million last 
year $96 million this year, a 33% increase. This was partly as a result of our Seattle 
acquisition included on a full years basis but also growth in our U.S. sales in the Northeast 
and Central U.S. All this despite all the negative publicity on the U.S. — Canada lumber tariff 
war and the imposition of a 19.31% duty midway in August. 


The outlook for 2001/2002 is a cloudy one given the events of September the 11th. We are 
seeing some weakness in all market areas. The watchword for 2001/02 will be to keep costs 
in line with what is expected to be a no-growth situation at best. 


To start the year, our inventory cost base and overall level is in good shape, our order file 
is surprisingly strong, and our team is ready to face the obviously tougher times. The 
September 11th events change things,but the same challenges remain, We will be looking 
for improvements in our weaker market areas, we will be looking for product and market 
opportunities the downturn will create and we will maintain a vigilant hands-on 
management team to face whatever uncertainty that may come along. 


The key to maintaining the sales and profit momentum is, of course, our sales, administrative, 
and production teams. We have some of the most outstanding people in the industry and 
Goodfellow is often looked to as the standard of excellence. | am proud of our dedicated 
team of people. Goodfellow has also benefited from the wise counsel of our Chairman, 
Stephen Jarislowsky and extend gratitude to all our other independent directors. We thank 
our shareholders for their continued support. 


Richard Goodfellow 
President and C.E.O. 
October 25, 2001 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


The Company reported net earnings of $4.6 million or $1.11 per share on sales of $453 million 
compared to a profit of $5.7 million, or $1.37 per share on sales of $443 million in the previous 
year. 


The year’s results were impacted by a slow down in business, falling prices in some lumber 
products, higher energy prices, difficulties in the western provinces and continued pressure on 
margins. 


Revenues increased 2.4% or $11 million over last year. U.S. sales increased $24 million or 33%, 
however declines in domestic sales ($11- million or 3%) and export business ($1 million or 10%) 
offset the gain. Business expansion in the U.S. market reflected the full year’s operations in the 
Seattle and Watertown NY facilities as well as business growth from our Manchester NH operations 
and expansion into the Central US market. Domestic sales were down mainly due to weakened 
demand from the manufacturing sector for hardwood lumber and by decreased market prices of 
this product. Export sales declines reflected the effects of a general economic slowdown. 


Sales of flooring, industrial panels and building products remained strong over the year. Flooring 
revenues increased by 12 % over last year due to the Seattle facilities contribution and from 
increased sales to home center retailers in the Quebec market. Industrial panel product 
revenues increased by 5% mainly from market penetration in the Ontario and Central US. 
Flooring and panel product sales together represent over 54% of the total product sales. 
Building product revenues increased 11% as the housing market conditions remained favorable 
and from strong gains in ceiling tile sales and insulation products. Revenue from fir, cedar and 
pine was down marginally mainly because of lower demand for these products. Hardwood 
lumber sales were off 30% or $17 million from last year because of weakened demand, both 
domestically and in the US, and from falling prices during the year. There was no substantial 
change in product mix this year other than a shift towards more flooring and less hardwood 
lumber sales. 


Overall, sales in the Quebec region decreased 10% from last year. This occurred despite 
increased flooring and building product sales to the home center retailers in this market. A drop 
in revenues from the manufacturing segment of over 18% was caused by lower demand for fir, 
cedar, panel and hardwood lumber — the effects of a slowing economy. Similarly, sales in 
Quebec City were off by 6% and were impacted by a drop in the demand for hardwood lumber 
used by furniture manufacturers, many of which are dependent on US export business. The 
Atlantic Provinces revenues declined by 10% from last year as demand for treated lumber, pine 
and hardwood products weakened. The Ontario region business grew by 6% where revenues 
from the flooring and industrial panel products remained strong. Sales in the western provinces 
were disappointing with a flat performance and remain a challenge. 


Overall margins decreased from 15% last year to 14.9%. Distribution margins were adversely 
affected by volatile prices of some products, competitive pressure and higher fuel costs affecting 
handling, manufacturing and transportation costs. Total gross profit of $67 million represented a 
1.6% increase over last year. 


Total remanufacturing and distribution costs increased 3.1% over last year. Increased 
mechanization, lower labour costs and cost containment in other areas contributed to improved 
results in this area. Selling and administrative expenses increased by 6.5% reflecting the higher 
staff levels and increased business activities in the US during the year. Bad debt experience 
improved over last year a result of tighter credit and collection activities. 


FINANCING ACTIVITIES 


During the year, the Company entered into a new banking arrangement with two chartered 
banks for a maximum revolving operating facility of $80 million. At August 31, 2001, the 
Company was using $47 million of this facility. In addition, the Company has an outstanding 
balance of $3.4 million of a $5 million term debt facility used in previous years. Of this, $333 
thousand is included in current liabilities to be repaid during the 12 months ending August 31, 
2002. The loans are secured by a general assignment of inventory and accounts receivable and 
general security agreements in favor of the lenders. 


INVESTING ACTIVITIES 


Expenditures for capital assets totaled $2.4 million in fiscal 2001 compared to $2.9 million last 
year. Major additions included the installation of a planing machine and extension to the office 
building at the Delson facility, a new warehouse building at the relocated Ottawa distribution 
center and improvements and additions to yard machinery and equipment and computer 
equipment in these and other locations. Capital expenditures were financed from operations. 
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FINANCIAL POSITION 


As at August 31, 2001, total equity increased from $54 million last year to $58 million this year. 
Cash provided by operations was $6.1 million compared to $7.4 million last year. Working capital 
increased by $2 million to $36.8 million and the current ratio was 1.53:1 from 1.46:1 last year. 
Trade accounts receivable were 41 days outstanding compared to 43 days last year. Inventory 
turnover improved from 6.1 times to 6.4 times this year. The Company earned a return on equity 
of 8.1% compared to 10.5% last year. At August 31, 2001, book value per share was $13.74 
($12.93 in 2000) and market value per share was $8.85 ($9.95 in 2000). 


RISK FACTORS 


Currency 


Certain valuation risks exist depending on the performance of the Canadian dollar compared to 
the U.S. dollar. From time-to-time, the Company utilizes forward exchange contracts to mitigate 
short-term currency risks. At August 31, 2001, there were no outstanding foreign exchange 
contracts. 


Interest Risk 


The Company uses a revolving line of credit to finance working capital requirements. Interest 
cost of this facility is dependent upon Canadian bank prime rates. The profitability of the 
Company will be adversely affected with increases in the bank prime rate. 


Credit Risk 


The Company extends credit to customers and this credit is generally unsecured. The Company 
has a system of credit management to mitigate the risk of losses due to insolvency or bankruptcy 
of its customers. It also utilizes credit insurance for foreign accounts to reduce the potential for 
credit losses in foreign countries. 


SALES BY LOCATION 
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U.S. SOFTWOOD LUMBER AGREEMENT 


The Canada U.S. Softwood Lumber Agreement expired on March 31, 2001. On April 2, 2001 
the Coalition for Fair Lumber Imports filed petitions for countervailing and antidumping duties on 
softwood lumber from Canada, with the U.S. Government. In response to the petition, the U.S. 
Department of Commerce launched a countervailing duty and antidumping investigation. On 
August 19, 2001, The U.S. Commerce Department issued its preliminary determination of 
subsidy in its countervailing duty investigation of softwood lumber from Canada and found that 
Canadian softwood lumber exports to the United States were subsidized in the order of 19.31% 
and has since instructed U.S. Customs to collect the duty. 


The Company exports softwood lumber to the U.S., most of which is remanufactured lumber 
products. While the company has adjusted its prices for softwood lumber products exported to 
the U.S., the effect on its future softwood lumber export business resulting from these duties, any 
duties resulting from the antidumping investigation and any further duties which may be levied 
from the final determination of subsidy in its countervailing duty investigation, is uncertain, but 
they are not expected to have material effect on future results. 


OUTLOOK 


The economic downturn and recent events in the U.S. have affected certain sectors of our 
business. Canadian and U.S. housing sectors so far have been resilient through the current 
economic slowdown in contrast to most other indicators. Much of this can be attributed to the 
positive impact of aggressive interest rate reductions. This should also help to sustain spending 
for renovation, for which many of our products are well suited. Goodfellow will continue to focus on 
value-added products and enhance just-in-time capabilities. Improving efficiencies and cost 
containment will be a measure of success in this environment. The softwood lumber dispute 
brings some uncertainties, but we have operated successfully under similar conditions in the 
past. The Company is committed to take advantage of opportunities to enhance profitability and 
shareholder value. 
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS AND OTHER FINANCIAL INFORMATION 


The accompanying consolidated financial statements, which have been prepared in accordance 
with generally accepted accounting principles, and the other financial information provided in the 
Annual Report, which is consistent with the financial statements, are the responsibility of 
management and have been approved by the Board of Directors. 


The consolidated financial statements include some amounts that are based on management's 
best estimates and judgement and, in their opinion, present fairly the company’s financial position, 
results of operations and changes in financial position. The company’s procedures and internal 
control systems are designed to provide reasonable assurance that accounting records are 
reliable and to safeguard the Company’s assets. 


The Audit Committee, is responsible for reviewing the consolidated financial statements and 
Annual Report and recommending their approval to the Board of Directors. In order to fulfill its 
responsibilities, the Audit Committee meets with management and external auditors to discuss 
internal control over the financial reporting process, significant accounting policies, other financial 
matters and the results of the examination by the external auditors. 


These consolidated financial statements have been audited by the external auditors Samson 
Bélair / Deloitte & Touche, Chartered Accountants, and their report is included herein. 


= Vo bce 


Ni 
Richard Goodfellow Ronald Lester 
President and C.E.O. Vice-President, Finance 


AUDITORS’ REPORT 


To the Shareholders of 
Goodfellow Inc. 


We have audited the consolidated balance sheets of Goodfellow Inc. as at August 31, 2001 and 
2000 and the consolidated statements of earnings, retained earnings and cash flows for the years 
then ended. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at August 31, 2001 and 2000 and the results of its operations 
and its cash flows for the year then ended in accordance with Canadian generally accepted 
accounting principles. 


/ Seeagtint he Al por 


DD Reger 


Chartered Accountants 
October 5, 2001 


CONSOLIDATED STATEMENTS OF EARNINGS 


years ended August 31, 2001 and 2000 2001 2000 
(in thousands of dollars) 


$ $ 
Sales 453,348 442,513 
Expenses 
Cost of goods sold, selling, administrative 
and general expenses 439,660 427,353 
Amortization 2,275 2,190 
Financial (Note 7) 3,938 3,870 
445,873 433,413 
Earnings before income taxes 7,475 9,100 
Income taxes (Note 9) 2,828 3,007 
Net earnings 4,647 5,733 
Earnings per share (Note 8c) 
Basic 1.11 1S, 
Fully diluted 1.08 1.34 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


years ended August 31, 2001 and 2000 2001 2000 
(in thousands of dollars) 


$ $ 

Balance, beginning of year 
As previously reported 46,011 41,818 
Change in accounting policy (Note 2) 185 185 
As restated 46,196 42,003 
Net earnings 4,647 5,733 
50,843 47,736 
Premium on repurchase of common shares (124) (31) 
Dividends (1,263) (1,509) 
Balance, end of year 49,456 46,196 


CONSOLIDATED BALANCE SHEETS 


as at August 31, 2001 and 2000 2001 2000 
(in thousands of dollars) 
$ $ 
Assets 
Current assets 
Short-term investment, at cost - 5,943 
Accounts receivable (Note 3) 65,942 67,562 
Income taxes receivable 725 288 
Inventories (Note 4) 38,540 36,302 
Prepaid expenses 354 358 
105,561 110,453 
Capital assets (Note 5) 24,014 23,893 
Deferred pension asset (Note 10) 2,646 2,290 
132,221 136,636 
Liabilities 
Current liabilities 
Bank indebtedness (Note 6) 45,622 54,242 
Accounts payable and accrued liabilities 22,718 21,064 
Current portion of long-term debt (Note 7) 333 333 
68,673 75,639 
Long-term debt (Note 7) 3,084 3,417 
Future income taxes 2,842 3,232 
Shareholders’ equity 
Capital stock (Note 8) 8,166 8,152 
Retained earnings 49,456 46,196 
57,622 54,348 
132,221 136,636 


Approved by the Board 


Richard Goodfellow, Director 


palit 


R. Keith Rattray, Director 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


years ended August 31, 2001 and 2000 2001 2000 
(in thousands of dollars) 
$ $ 
Cash flows from operating activities 
Net earnings 4,647 By rASiS| 
Items not affecting cash 
Depreciation and amortization 2,275 2,190 
Future income taxes (390) (135) 
Gain on disposal of capital assets (20) (78) 
Pension plan expense (356) (251) 
6,156 7,459 
Changes in non-cash working capital items (Note 11) 603 (6,665) 
6,759 794 
Cash flows from financing activities 
Increase in bank loan 17,000 - 
(Decrease) increase in banker’s acceptances (20,000) 8,000 
Dividends (1,263) (1,509) 
Repayment of long-term debt (333) (333) 
Issuance of common shares 48 Waa 
Purchase of common shares for cancellation (158) (43) 
(4,706) 6,292 
Cash flows from investing activities 
Decrease (increase) in short-term investment 5,943 (5,943) 
Acquisition of capital assets (2,399) (2,914) 
Disposal of capital assets 23 240 
3,567 (8,617) 
Net increase (decrease) in cash and cash equivalents 5,620 (1,531) 
Cash and cash equivalents, beginning of year (4,242) (2,711) 
Cash and cash equivalents, end of year (Note 6) 1,378 (4,242) 
Cash and cash equivalents consists of cash and bank overdraft. 
Additional cash flow information 
Interest paid 3,536 3,627 
Income taxes paid 3,426 5,576 
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NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars) 


1. Status and nature of activities 


The Company, incorporated under the Canada Business Corporations Act, carries on various business 
activities related to remanufacturing, distribution and brokerage of lumber and wood products. 


2. Accounting policies 


The financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles and include the following significant accounting policies: 


Principles of consolidation 
The consolidated financial statements include the accounts of Goodfellow Inc. and its wholly-owned 
subsidiaries. 


Inventories 
Inventories are valued at the lower of cost and net realizable value less a normal profit margin. Cost is 
determined using the average cost method. 


Capital assets 

Additions and major improvements to capital assets are capitalized at cost. Capital assets, except for 
leasehold improvements, are amortized using the diminishing balance method at various rates. 
Leasehold improvements are amortized using the straight-line method over the term of the leases. 


Future income taxes 

In fiscal year 2001, the Company implemented the new recommendations of the Canadian Institute of 
Chartered Accountants regarding accounting for income taxes. Under these recommendations, future 
income tax assets and liabilities are determined based on differences between the financial reporting 
and tax bases of assets and liabilities, and are measured using current tax rates as an estimate of those 
which will be in effect when the differences are expected to reverse. Prior to the adoption of the new 
recommendations, income tax expense was determined using the deferral method whereby items of 
income and expense that were reported in different years in the financial statements and tax returns 
were measured at the rate in effect in the year the difference originated: Retained earnings at beginning 
of both years has been restated by an amount of $185,000. 


Employee stock option plans 

The Company has a stock-based compensation plan where options to purchase common shares are 
issued to directors, officers and employees. Any consideration received on exercise of stock options is 
credited to share capital. 


Employee benefit plans 

In the financial year ended August 31, 2000, the Company adopted the new recommendations of the 
Canadian Institute of Chartered Accountants regarding accounting for employee future benefits. Under 
these recommendations, the Company accrued its obligations under employee benefit plans and the 
related costs, net of plan assets as the services are rendered. The Company has a number of defined 
benefit pension plans and has adopted the following policies: 


¢ The Company selected the prospective method of adopting the recommendations and amortizes the 
transitional asset on a straight-line basis over 16 years (2000 — 16 years) being the average remaining 
service period of active employees expected to receive benefits under the pension plan 


¢ The cost of pensions earned by employees is actuarially determined using the projected benefit 
method pro rated on service and management’s best estimate of expected return on plan assets, 
salary escalation and retirement ages of employees. 


e For the purpose of calculating the expected return on plan assets, those assets are recorded at fair 
value. 


te 


NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars) 


2. Accounting policies (continued) 
Financial instruments 
The Company uses foreign exchange contracts to reduce its exposure to fluctuations in foreign currency 
exchange rates. The Company does not record the foreign exchange contracts on its balance sheet but 


does disclose the amount of outstanding foreign exchange contracts in the notes to the financial 
statements. 


Use of estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that effect the reported amounts of assets 
and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. 


3. Accounts receivable 


2001 2000 
$ $ 
Trade 66,176 67,895 
Allowance for doubtful accounts (479) (854) 
Ee See Atel Aang he bo moka Glee em Mg ae, 65.6977" ~*~ «67,041 
Other 245 521 
65,942 67,562 
4. Inventories 
2001 2000 
$ $ 
Raw materials and work in process 2,319 2,905 
Finished goods 36,221 33,397 
38,540 36,302 
5. Capital assets 
2001 2000 
Amortization Accumulated Net Book Net Book 
Rates Cost Amortization Value Value 
% $ $ $ $ 
Land 3,939 - 3,939 3,939 
Buildings, leasehold 
improvements, 
railway sidings 
and yard improvements 4-20 23,223 8,155 15,068 14,282 
Equipment, kilns, 
computer, furniture 
and fixtures and 3 
telephone equipment 20 - 30 14,141 9,586 4,555 5,126 
Automotive equipment 30 3,530 3,078 452 546 
44,833 20,819 24,014 23,893 
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NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars) 


6. Bank indebtedness 


2001 2000 
$ $ 
Bank Loan 17,000 - 
Banker's acceptances 30,000 50,000 
(Cash) bank overdraft (1,378) 4,242 
45,622 54,242 


The company has entered into an agreement with two Canadian financial institutions for credit 
facilities totaling $80 million. Funds advanced under these credit facilities bear interest at the prime 
rate plus a premium and are secured by movable hypothecs on all assets of the Company. 


7. Long-term debt 


2001 2000 
$ $ 
Long-term loan, at a fixed rate of 8.074%, with 
minimum annual payments of $333,333 and a final 
payment of $2,722,222 in October 2003. This loan 
is secured by an immovable hypothec on the 
Company’s property in Delson (Quebec) and 
Campbellville (Ontario). 3,417 3,750 
Current portion 333 333 
3,084 3,417 


Minimum capital installments over the next three years are as follows: 


$ 
2002 333 
2003 333 
2004 2,791 


The financial expense for the year includes interest on long-term debt of $266,727 ($317,695 in 2000). 


8. Capital stock 


a) Authorized 
An unlimited number of common shares, without par value 


2001 2000 
$ $ 
Issued 
4,192,627 common shares (4,198,527 in 2000) 8,166 8,152 


During the year, 11,500 (38,500 in 2000) options were exercised for a cash consideration of $47,725 
($177,000 in 2000). Also, the Company bought back 17,400 (4,800 in 2000) common shares for a 
cash consideration of $157,500 ($43,000 in 2000). 
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NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars, except for earnings per share) 


8. Capital stock (continued) 


b) Employee stock option plan 


2001 2000 

Weighted Weighted 

Average Average 

Exercise Exercise 

Options Price Options Price 
$ $ 

Outstanding at beginning of year 96,500 9.30 94,500 5.99 
Granted 65,000 9.35 60,000 10.00 
Exercised (11,500) 4.50 (38,500) 4.60 
Forfeited - - (19,500) 4.68 
Outstanding at end of year 150,000 9.72 96,500 9.30 


The following tables summarize information about stock options outstanding at August 31, 2001 and 


August 31, 2000. 


2001 
Options outstanding Options exercisable 
Range of Number Weighted Weighted Number Weighted 
Exercise Outstanding Remaining Average Exercisable Average 
Price at Contractual Exercise at Excercise 
August 31 Life Price August 31 Price 
$ $ $ 
9.35 — 10.00 150,000 42 months 9.72 12,500 10.00 
2000 
Options outstanding Options exercisable 
Range of Number Weighted Weighted Number Weighted 
Exercise Outstanding Remaining Average Exercisable Average 
Price at Contractual Exercise at Excercise 
August 31 Life Price August 31 Price 
$ $ $ 
4.15 — 10.00 96,500 42 months 9.30 11,500 4.15 


c) Earnings per share is calculated using the weighted average number of outstanding common 
shares during the year of 4,197,098 (4,187,597 in 2000). Fully diluted earnings per share is 
calculated assuming that the stock options outstanding at year-end had been exercised at the 


beginning of the year or at the date of grant, if later. 
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NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars) 


a 


10. 


Income taxes 


The provision for income taxes is at an effective tax rate which differs from the basic corporate statutory 
tax rate as follows: 


2001 2000 
Combined basic Canadian federal and 
provincial income tax rates (net of 
manufacturing and processing allowance) 35.70 % 36.27 % 
2001 2000 
$ $ 
Provision for income taxes based 
on above rates 2,669 3,300 
Increase (decrease) resulting from: 
Part 1.3 tax 127 120 
Other 32 (53) 
2,828 3,367 


Future income taxes arise mainly from the difference between the financial reporting and tax bases of 
fixed assets. 


Employee future benefits 


The Company has a number of defined benefit pension plan providing pension benefits to most of its 
employees. 


Information about the Company’s defined benefits plans, is as follows: 


2001 2000 
$ $ 

Accrued benefit obligation: 
Balance at beginning of year 17,570 16,041 
Current service cost 1,238 1,193 
Interest cost ieee aos 
Benefits paid (737) (817) 
Balance at end of year 19,342 17,570 
Plan assets: 
Fair value at beginning of year 21,594 20,005 
Actual return on plan assets 1,627 1,406 
Employer contributions 754 613 
Employees’ contributions 387 387 
Benefits paid (737) (817) 
Fair value at end of year 23,625 21,594 
Funded status - plan surplus 4,283 4,024 
Unamortized transitional asset (1,637) (1,734) 
Deferred pension asset 2,646 2,290 
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NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars) 


10. Employee future benefits (continued) 


11. 


The significant actuarial assumptions used in measuring the Company's accrued benefit obligation 


are as follows (weighted-average assumption as of August 31): 


2001 2000 
% % 
Discount rate 6.85 6.85 
Expected long-term rate of return on plan assets 7.00 7.00 
Rate of compensation increase 4.00 4.00 
The Company’s net benefit plan expense is as follows: 
2001 2000 
$ $ 
Current service cost, net of employee’s contributions 851 806 
Interest cost 1,271 a ailtsss} 
Expected return on plan assets (1,627) (1,406) 
Amortization of transitional asset (97) (112) 
Net benefit plan expense 398 441 
The amortization of transitional asset and unamortized transitional asset are as follows: 
2001 2000 
$ $ 
Transitional asset - upon adoption of new accounting policy 1,734 1,846 
Amortization for current year (97) (112) 
Unamortized transitional asset - end of year 1,637 1,734 
Changes in non-cash working capital items 
2001 2000 
$ $ 
Decrease (increase) in accounts receivable 1,620 (4,083) 
(Increase) decrease in inventories (2,238) 1,643 
Decrease in prepaid expenses 4 200 
Increase (decrease) in accounts payable 1,654 (2,520) 
Decrease in income taxes (437) (1,905) 
603 (6,665) 
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NOTES TO THE FINANCIAL STATEMENTS 


years ended August 31, 2001 and 2000 
(tabular amounts only are in thousands of dollars) 


12. Commitments 


The Company is committed under operating leases amounting to $904,000 ($700,000 in 2000) for 
offices, warehouses and yards up to 2006. 


The Company also leases automobiles; trucks and a computer system for which the annual expense is 
approximately $2,216,000 ($2,202,000 in 2000). 


13. Segmented information 


Goodfellow Inc. manages its operations under one operating segment. Revenues are generated from the 
sale of various wood products and operating expenses are managed at the aggregate company level. 


The Company’s sales to clients located in Canada represent approximately 78% (83% in 2000) of total 
sales, the sales to clients located in the United States represent approximately 21% (16% in 2000) of 
the total sales, and the sales to clients located in other markets represent approximately 1% (1% in 
2000) of the total sales. 


14. Financial instruments 


Risk management 

The Company is exposed to financial risks that arise from fluctuations in interest rates and foreign 
exchange rates and the degree of volatility of these rates. The Company uses financial instruments to 
reduce those risks and does not hold or issue financial instruments for trading purposes. 


Interest rate risk 
The Company’s exposure to interest rate risk relates to its long-term debt and bank indebtedness. 


Currency risk 
The Company enters into forward exchange contracts to hedge certain accounts payable and certain 
future purchase commitments denominated in U.S. dollars. 


There were no outstanding contracts at August 31, 2001 and August 31, 2000. 


Credit risk 
The Company is exposed to credit risk from customers. This risk is alleviated by minimizing the amount 
of exposure the Company has to any one customer thereby ensuring a diversified customer mix. 


Fair value of financial instruments 

Fair values of assets and liabilities approximate amounts at which these items could be exchanged in a 
transaction between knowledgeable and willing parties. Fair value is based on available public market 
information or, when such information is not available, is estimated using present value techniques and 
assumptions concerning the amount and timing of future cash flows and discount rates which factor in 
the appropriate level of risk for the instrument. The estimated fair values may differ in amount from that 
which could be realized in an immediate settlement of the instruments. 


At August 31, 2001 and 2000, the carrying value of all financial instruments approximates fair value. 
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CORPORATE INFORMATION 


BOARD OF DIRECTORS 


Stephen A. Jarislowsky */** 
Chairman of the Board, 
Partner, Jarislowsky Fraser & Co. Ltd. 


R. Keith Rattray * 
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* Member of the Audit Committee 


Douglas Goodfellow ** 
Senior Vice President, 
Hardwood, 

Goodfellow Inc. 


David A. Goodfellow 
Director 


** Member of the Executive Compensation Committee 


Richard Goodfellow** 
President & Chief Executive Officer, 
Goodfellow Inc. 


Peter R. D. MacKell Q.C. */** 
Counsel, Fasken Martineau Dumoulin, 
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André Julien 
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Richard Goodfellow 
President & Chief Executive Officer 


Ronald Lester, C.A. 
Vice President, 
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Léonard Maurice 
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Quebec Division 


Mary Lohmus 
Vice President, 
Building Material Sales, Ontario 


MANAGEMENT COMMITTEE 


Dick Dychuck* 
Tom Gormley* 
Richard Leduc 
Rose Ann Loranger 


* Member of the Executive Committee 


OTHER INFORMATION 


Head Office 

225 Goodfellow Street 
Delson, Quebec, JOL 1GO 
Tel.: (450) 635-6511 

Fax: (450) 635-3730 


Transfer Agent 
Computershare 
Montreal, Quebec 


Dick Dychuck 
Senior Vice President, 
Ontario & Western Canada 


Tom Gormley 
Senior Vice President, 
Flooring & Specialty Group 


Roger Grenier 
Vice President, 
U.S. Sales 


Rose Ann Loranger 
Vice President, 
Pine 


Dave Warren 
Vice President 
Atlantic 


Rejean Cousineau 
Douglas Goodfellow * 
Roger Grenier 
Léonard Maurice 
Claude Devost 

Dave Warren 


Solicitors 
Fasken Martineau Dumoulin 
Montreal, Quebec 


Stock Exchange 
Toronto 
Trading Symbol: GDL 


ak) 


Douglas Goodfellow 
Senior Vice President, 
Hardwoods 


Richard Leduc 
Vice President, 
Delson Dealer Sales 


Peter R. D. Mackell, Q.C. 
Secretary 


James Hutton 
Vice President 
Industrial Sales, Ontario & Western Canada 


Mike Saccal 
Vice President 
Hardwood 


Richard Goodfellow * 
Ronald Lester* 
Gilles Gagné 
Stéphane Pitre 

Mike Saccal 

Mary Lohmus 
James Hutton 


Auditors 
Samson Bélair / Deloitte & Touche 
Montreal, Quebec 


Wholly- owned subsidiary 
Goodfellow Distribution Inc. 


SALES OFFICES & 
DISTRIBUTION 
CENTRES 


GOODFELLOW 


THE WOOD SPECIALISTS 


CANADA 


Delson, Quebec Campbeliville, Ontario Quebec City,Quebec Dartmouth, N.S. 


HEAD OFFICE, Sales Office & Sales Office & Sales Office & 
Sales Office, Distribution Centre Distribution Centre Distribution Centre 
Distribution Centre P.O. Box 460 5100 John Molson 20 Vidito Dr. 

& Manufacturing Facilities 9184 Twiss Road Street Dartmouth, N.S. 
225 Goodfellow Street Campbellville, Ontario Quebec City, Quebec B3B 1P5 


Delson, Quebec 
JOL 1GO 

Tel.: (450) 635-6511 
Fax: (450) 635-3730 


Ottawa, Ontario 
Sales Office & 
Distribution Centre 


3091 Albion Road North 


Ottawa, Ontario 
K1V 9V9 

Tel.: (613) 244-3169 
Fax: (613) 244-0488 


Edmonton, Alberta 
Sales Office & 
Distribution Centre 
15955, 114" Avenue 
Edmonton, Alberta 
T5M 223 

Tel.: (780) 469-1299 
Fax: (780) 469-1717 


USA 


Manchester, NH 
Sales Office 
Distribution Centre 
Tel.: (603) 623-9811 
Fax: (603) 623-9484 


Seattle, WA 
Hardwood Flooring 
Distributors 


(a division of Goodfellow 


Distribution Inc.) 
Sales Offices & 
Distribution Centre 


1024 6" Avenue South 


Seattle, WA 98134 
Tel.: (206) 622-0917 
Fax: (206) 622-7012 


LOP 1B0 
Tel.: (905) 854-5800 
Fax: (905) 854-6104 


Moncton, N.B. 
Sales Office & 
Distribution Centre 
660 Edinburgh Drive 
Moncton, N.B. 

E1E 4C6 

Tel.: (506) 857-2134 
Fax: (506) 859-7184 


Winnipeg, Manitoba 
Sales Office & 
Distribution Centre 


501 - D, Weston Road 


Winnipeg, Manitoba 
R3E 3H4 

Tel.: (204) 779-3370 
Fax: (204) 779-3314 


Hamden, CT 

Sales Office 

Tel.: (203) 288-5781 
Fax: (203) 288-5782 
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G1X 3X4 
Tel.: (418) 650-5100 
Fax: (418) 650-0171 


Richmond, B.C. 
Sales Office & 
Distribution Centre 
13500 Verdun Place 
Richmond, B,C 
V6V 1V4 

Tel.: (604) 821-2051 
Fax: (604) 821-2052 


St-John’s, Nfld 
Sales Office 

19 Sanderling Place 
Paradise, N.F. 

AiL 1G7 

Tel.: (709) 782-5533 
Fax: (709) 782-5515 


Watertown, NY 
Sales Office & 
Distribution Centre 
Tel.: (315) 782-2109 
Fax: (315) 782-2722 


Tel.: (902) 468-2256 
Fax: (902) 468-9409 


Calgary, Alberta 
Sales Office & 
Distribution Centre 
6130, 4" Street S.E. 
unit 5 

Calgary, Alberta 
T2H 2H9 

Tel.: (403) 252-9638 
Fax: (403) 252-9516 


Also plants in: 
Louiseville, Que. 
St-André East, Que. 
Elmsdale, N.S. 


U.S.A. Eastern 
Correspondence: 
P.O. Box 2425 
Champlain, NY. 
12919-2425 


www.goodfellowinc.com 


info@goodfellowinc.com 
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